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Introduction
But those values upon which our success depends -hard work and honesty, courage and fair play, tolerance and curiosity, loyalty and patriotism -these things are old. These things are true.
They have been the quiet force of progress throughout our history. … The success of our economy has always depended not just on the size of our gross domestic product, but on the reach of our prosperity; on our ability to extend opportunity to every willing heart -not out of charity, but because it is the surest route to our common good.
-President Barack Obama, inauguration speech, January 20, 2009 What has made certain countries flourish economically? Episodes in history suggest that an open attitude toward minorities of different kinds has played a role. For example, the admittance of Jews and other religious minorities into the Netherlands, the United Kingdom and Sweden attracted productive immigrants and allowed them to participate in the economy, with positive overall effects.
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Based on his historical study of technological progress, Mokyr (1990: 12) claims that "innovation requires diversity and tolerance". In line with such historical indications, it has indeed been suggested in recent years, most notably by Richard Florida and his co-authors, that tolerance is positively related to economic development.
We follow Florida (2003: 10) in defining tolerance as "openness, inclusiveness, and diversity to all ethnicities, races, and walks of life." On this definition, a tolerant person is characterized by an attitude of openness, irrespective of his underlying opinion of those to whom this attitude is extended.
They may be liked or disliked, approved or disapproved of, loved or hated, it does not matter -a tolerant person accepts the presence and participation of all kinds of people in society.
2 While it is easy to see how someone would be tolerant toward a group which is liked, why would someone be tolerant toward a group he dislikes? Different reasons could be envisaged. Some people regard openness as a virtue, period, as part of established norms of behavior. Others embrace openness even of those disliked because they consider it beneficial for society or themselves to let everyone be part of social life. In any case, it should be noted that tolerance is a multifaceted concept, in that a person can be tolerant to different degrees toward different groups of people, and intolerant toward some.
We operationalize this concept of tolerance by making use of replies to a question in the World
Values Survey (Inglehart et al. 2004) , in which respondents in different countries are asked if they would like to have homosexuals or people of a different race as their neighbors. 3 The fraction in each country that does not answer no is our basic measure of tolerance. We argue that this operationalization captures the essence of tolerance as entailing an attitude of openness, of letting people in and being included in social -and economic -life. The question is if tolerance, thus understood, is related to economic growth -and, not least, if different types of tolerance have different effects.
The modern economic tolerance literature -the approach of which is well summarized in Florida (2002a) -tries to answer that question. In so doing, it has almost exclusively made use of data from American cities; the dependent variable under study has most often been population or employment growth, technological development or income (rather than income growth); and tolerance has generally been defined as the share of a population that is gay, bohemian or foreign-born. The thesis is that a city with widespread tolerance among its inhabitants will attract people in general and creative, productive individuals in particular, with beneficial effects for the economy. While we recognize the plausibility of this thesis, we consider the empirical approach -its predominant focus on the U.S. and the resulting usage of within-country data, as well as the measure of tolerance and the absence of methodic sensitivity analysis -as seriously incomplete.
Our contribution consists in offering, for the first time, a cross-country analysis of how tolerance affects growth, both in a cross-section and a panel. In so doing, we use growth in GDP per capita as the dependent variable, which enables us to relate to the empirical growth literature, and attitude measures of tolerance. We look at two types of tolerance and thereby recognize that tolerance toward one group may yield different economic consequences than tolerance toward another. In addition, we apply a sensitivity analysis (by changing the model specification and by performing an outlier analysis in the form of least trimmed squares) to see whether the tolerance-growth relationships are robust.
We find a relatively robust negative effect of tolerance toward homosexuals on growth. This result is almost without exception statistically significant, both in the cross-sectional regressions and in the panel-data analysis, and it withstands our sensitivity tests. The estimated coefficient is quite stable and of practical relevance, indicating that an increase in tolerance toward homosexuals of 10 percentage points entails a decrease in the growth rate by 0.3-0.4 percentage points. These results stand in contrast to previous results using American data, which point to a positive effect of tolerance 3 Inglehart and Abramson (1999) and Mellander and Florida (2007) claim that openness toward the gay and lesbian population is the best available indicator of tolerant attitudes.
4 toward homosexuals on different types of economic performance. We propose three mechanisms to explain the negative relationship: that this type of tolerance scares off or reduces the productivity of intolerant but productive and innovative people; that it reduces the average productivity of homosexuals by affecting choices of education and occupation and by reducing the felt need to work hard to prove one's worth; and that homosexuals on average have more "postmaterialist", less strict, and less future-oriented values, which will disseminate easier with increased tolerance.
As for tolerance toward people of a different race, we do not find as robust results. The sign of the estimated coefficient is positive throughout, suggesting that inclusion of people into social and economic life irrespective of race, releases innovativeness and productive activities. However, this
result cannot be firmly established with our data, as statistical significance is shaky.
2 Tolerance and growth: previous literature and theoretical preliminaries
Previous literature
The issue of what causes economic growth stands at the center of much modern economic research.
Since the early 1990s, the growth literature has taken an empirical turn. 4 As Temple (1999) Pioneering work has been made by, e.g., Barro (1991) , Levine and Renelt (1992) , Mankiw et al. (1992) and Sala-í-Martin (1997) . For reviews see, e.g., Temple (1999) and Bosworth and Collins (2003) . 5 See, e.g., Knack and Keefer (1995) , Aron (2000) , , Rodrik et al. (2004) , Acemoglu et al. (2005) , Berggren and Jordahl (2005) and Doucouliagos and Ulubasoglu (2006) . 6 See, e.g., Barro (1996) , Aron (2000) , Butklewicz and Yanikkaya (2006) and Doucouliagos and Ulubasoglu (2009) .
7 See Bergh and Karlsson (2010) for a presentation of and contribution to this literature. 8 On trust, see, e.g., Zak and Knack (2001) , Beugelsdijk et al. (2004) , Berggren et al. (2008) and Dincer and Uslaner (2010) . On income inequality, see, e.g., Aghion et al. (1999) , Barro (2000) and Knowles (2005) . For a broad analysis of how values, especially those relating to self-expression, relate to economic performance, see Inglehart and Welzel (2005) .
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The idea that tolerance is beneficial for technological and economic performance, as well as for population growth, has been put forth consistently in the works of Richard Florida and his co-authors. Florida (2003: 11) areas, on the one hand, and human capital and the concentration of high-technology industries, on the other hand. In a study of U.S. regional development, Florida et al. (2008b) find a positive effect of tolerance (the share of coupled gays and lesbian of all households plus the share of people in bohemian occupations) on human capital and occupational skills, as well as on regional wages (a proxy for labor productivity) and income. Florida and Mellander (2010) show that their BohemianGay Index not only relates positively to housing values, but that it also influences income positively.
In essence, a line of studies document that tolerance and technological and economic performance seem to go together in the U.S.
There is a closely related literature that extends this perspective to other settings. Florida et al. (2008a) look at China and find a positive relationship between tolerance, as measured by the share of the population in a region who are from other parts of the country (indicating openness), and GDP per capita. Mellander and Florida (2007) report that tolerance, as measured by attitudes toward and rights of gays and lesbians, affects the distribution of human capital among Swedish regions, which in turn affects regional wages per capita (their dependent variable). Boschma and Fritsch (2007) look at employment growth and new-business formation at the regional level in eight European countries, and find that human capital as measured by creative occupation is related to these outcome variables and that tolerance, as measured by the share of bohemians and the share of foreign-born individuals, in turn attracts creative individuals to a region. van Woerkens (2005, 2007) find that creative 9 Our analysis of tolerance can be related to Buchanan and Tullock (1962) , who stress the importance of taking the interests of minorities into consideration when designing political institutions. It can also be related to Buchanan and Congleton (1997) , in focusing on the effects of generality -of having social attitudes of a kind that entail treating people equally. Generality, or non-discrimination, can be encompassed in the formal institutions, as suggested by Buchanan and Congleton, but could also characterize informal institutions, as in this study.
6 individuals, who are important for urban employment growth across Dutch cities, are not primarily attracted by tolerance (measured by the average of the shares of people who subscribed to two gay magazines and belonged to the national gay political organization, the share of bohemians and ethnic diversity) but by job opportunities and amenities. Ottaviano and Peri (2006) show that there is a positive relationship between the share of foreign-born residents in U.S. cities and subsequent wage and rent increases for U.S.-born citizens. Again, these studies, with two exceptions, lend some support to the idea of a beneficial link between tolerance and certain economic variables. Hence, the effect does not seem to be U.S.-specific. However, these studies are all limited to specific countries or regions, and the measures of tolerance used are not, in our view, particularly apt (see section 3).
There are other studies that rather find that education, and the higher productivity that it gives rise is to, are central for population and productivity growth in U.S. cities, hence implying that tolerance and an ability to attract creative individuals are not that central -see Glaeser et al. (1995) , Glaeser and Saiz (2004) , Glaeser (2005) and Shapiro (2006) . As tolerance may be a byproduct of education, failing to control for human capital may result in severely misleading conclusions about the role of tolerance. However, McGranahan and Wojan (2007) confirm the Florida thesis that creative occupations exert an independent and larger effect on employment growth, compared to human capital.
On the basis of the current state of the literature, we believe that our study offers valuable complementary knowledge about the tolerance-growth relationship.
Theoretical preliminaries
Oftentimes, tolerance is portrayed as a social attitude with solely beneficial effects. As described in section 2.1, Richard Florida and others stress that tolerance spurs creativity and innovation. Of central importance for this process to work is an openness to change -to the introduction of new combinations and creative destruction (to use Schumpeter's phrases). North (1990: 80-81) locates the determinants of openness to change and adaptation in both formal and informal institutions. That is:
new ideas must be legally permitted to emerge and be put to use, and norms, traditions, and attitudes must likewise accept that old ways of doing things are replaced with new ones. Tolerance, the previous literature suggests, constitutes an openness of this kind. While we acknowledge that tolerance can stimulate economic growth in this way, in line with endogenous growth theory (Romer 1986 (Romer , 1990 , we think that tolerance sometimes could have negative effects, which is overlooked in the literature.
We suggest that tolerance can affect economic growth in three basic ways. First, by affecting others than those toward which tolerance is directed. Second, by affecting the productivity and innovative capacity of the minority groups that become tolerated. Third, by affecting the generation and spread of new ideas and values. In the following, we discuss mechanisms through which these effects can be positive or negative, with an emphasis on differences between tolerance toward homosexuals and tolerance toward people of a different race in this regard.
Effects on others
Suppose that productive people are attracted to tolerant environments. Then tolerance can increase the efficient allocation of labor and talent both between and within countries, as it entails what Florida and
Gates (2001: 2) call low barriers to entry for human capital. This, then, is a mechanism through which tolerance affects growth positively. Suppose, in contrast, that the talented, productive and innovate people overall dislike the acceptance of all people and lifestyles. Conservative or intolerant groups may be important even in societies that are overall characterized as tolerant. Then a negative growth effect could ensue, if tolerance scares off or reduces the productivity and innovativeness of these people. If, say, a country or area is very tolerant toward homosexuals, then conservative people may decide to not move there, and to the extent that they would have contributed to higher growth by working hard and applying their skills and talents, their not coming represents foregone growth opportunities. Furthermore, the productivity of the intolerant in a given area or country could be affected by the general tolerance extended to certain minority groups. Racists or those with sexual prejudice can feel uncomfortable in workplaces where minorities they dislike, and their lifestyles, are welcomed. Consequently, they can self-select away from the most productive jobs available to them if those jobs are part of a setting which welcomes such minorities. Whether the growth effect of tolerance is positive or negative therefore at least partly depends on whether the productive and innovative welcome or dislike the acceptance of all people and lifestyles.
We argue that a negative growth effect is more probable with regard to tolerance toward homosexuals. If productive and innovative people are sexually prejudiced, tolerance could deter them from moving into an area or country, it could encourage them to move elsewhere and it could reduce their productivity if they stay put. 10 If they value traditional family life, it could be unpleasant to live 10 Following Herek (2000), we use the term "sexual prejudice" to denote negative attitudes toward an individual because of his or her sexual orientation, in this case homosexuality. 8 in a society in which a gay lifestyle is openly acknowledged and respected. 11 Even though one's sexual orientation can be hidden (unlike race), in tolerant societies there is little incentive to do so, which exacerbates this effect. In contrast, tolerance toward people of another race can be expected to attract new and productive people to an area or a country, especially foreigners, as they are often of another race and since, in any case, the correlation between tolerance toward people of a different race and tolerance toward immigrants is high (0.85, based on data from Inglehart et al. 2004 ).
Furthermore, for the sexually prejudiced people who remain in a given, generally tolerant place, they can be expected to be affected by the presence of homosexuals in the workplace, which makes them spend time and energy on matters unrelated to productive activities. 12 They can also self-select away from professions or workplaces where homosexuals are visible, which means that they impose a constraint on themselves which in some cases entails not taking a job at which their productivity could be put to the best use.
Effects on the tolerated groups
Consider first two mechanisms through which tolerance can increase growth: by attracting innovative and productive minority-group members from other countries and by affecting the allocation of labor and talent within a country. As for the latter mechanism, if employers solely care about the productivity of potential employees and do not much care about characteristics unrelated to productivity, then it is more probable that people are allocated to positions to which their talent is put to best use. This implies a link between tolerance and discrimination (in the sense of Becker 1971), such that where the former is in place, the latter is less prevalent. But consider also that there are two mechanisms through which tolerance can decrease growth: it can attract low-productive minoritygroup members from other countries and areas, and it can make a group toward which tolerance is extended less productive to the extent that non-innovative or unproductive choices are encouraged (or at least not discouraged) through tolerant attitudes. Whether the growth effect of tolerance is positive or negative therefore at least partly depends on how productive those toward whom tolerance is extended are and how their productivity changes with tolerance.
11 Corneo and Jeanne (2009) find that being married is a predictor of finding homosexuality not justifiable.
Furthermore, Stratton (2007) finds that married men are more productive than unmarried men. Together, these two finding provide some support for sexually prejudiced persons being high-productive.
12 See, e.g., Embrick et al. (2007) on working class masculinity and its relations to attitudes toward homosexuals in the workplace.
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We suggest that a negative growth effect is more probable in the case of tolerance toward homosexuals, which can make homosexuals less productive on average, in two ways. On the one hand, homosexuality can be hidden, and it could be that in an intolerant society, homosexuals to a large extent lead "heterosexual" lives, marrying someone of the opposite sex and having childrenand therefore, they are similar to others in the labor market. 13 When tolerance rises, the need to adapt socially is reduced, which leads them not to marry and have children, which may make them take a less long-term view (involving less care for long-term investments of a physical, monetary and human-capital kind), and to satisfy a preference for certain kinds of low-productive jobs. 14 There is, as far as we can see, no corresponding mechanism based on race.
On the other hand, tolerance can make homosexuals feel a reduced psychological need to prove their worth in society, which can cause a reduced propensity to acquire an education and to work hard.
In contrast, this mechanism does not apply very well to people of a different race. Whereas homosexuals can hide their orientation in an intolerant society, race cannot easily be hidden. This implies that even if people of a different race work hard, they will still probably be discriminated against in an intolerant society, which means that they will not be able to prove their worth in practice although they feel a need to do so. In the case of homosexuals then, there is a clear difference between an intolerant and tolerant society: in the former, they can work hard and hide their orientation; in the latter, they feel a reduced need to prove to others that they are productive. In the case of people of a different race, they can wish to work hard in an intolerant society but will be stopped anyway because of racist attitudes. In the tolerant society, the need to prove one's worth is small also for them, but the difference between the two settings, in terms of productive contributions, is much smaller than for homosexuals.
New ideas
Perhaps the most important effect of tolerance is its dynamic effects on the generation and spread of new ideas. On the positive side, tolerance can be seen as an indication of a broader outlook on life and on openness toward that which is unknown or untried at present, which implies an openness to new ideas and entrepreneurship. 15 The idea is that a society which allows everyone to contribute to the generation of new knowledge, be it as employees, employers or entrepreneurs, can grow at a faster pace than a society in which the new knowledge of certain groups of people is not listened to. 16 However, there is a negative side as well. The ideas that are generated and spread in a tolerant climate need not be growth-enhancing. For growth to ensue from openness to ideas, there is a need for a wellfunctioning selection mechanism, which filters out ideas that are not relevant or good for growth.
Oftentimes, we suggest, such a mechanism is not in place. In particular, tolerance toward a group with values that are not conducive to productive and innovative activity may lead to the dissemination of those values into the wider population as the tolerated group takes a more prominent place in society, with negative growth effects. Whether the growth effect of tolerance is positive or negative therefore at least partly depends on the content and character of the most influential ideas that are generated and
spread in an open climate.
Also here we think that a negative growth effect is more probable with regard to tolerance toward homosexuals. Homosexuals to a larger degree advocate a more postmaterialst, a more leisureoriented, less strict and less long-term way of life (with less weight to long-term investment), plausibly both because they personally benefit from a socially liberal society and because they generally do not have children. 17 This should have economic consequences, in terms of work ethic, rule-following and willingness to save and invest for the long term. In contrast, there is no reason to expect people of a different race to embrace such a perspective, both because stricter values are prevalent among many 15 A negative link between the personality trait "openness to experience" and prejudice is shown to exist by, e.g., Ekehammar and Akrami (2003) and Barron et al. (2008) . On tolerance, diversity and creativity, see, e.g., Sternberg (1999) and Page (2007) . The link between entrepreneurship and economic growth is well documented:
see, e.g., Nyström (2009) .
minority race groups and because they typically have children, which induce them to take a cautionary-conservative and long-term perspective.
Summary
Tolerance can have both positive and negative effects on economic growth -by affecting productive and innovate people outside of the tolerated groups, by affecting members of the tolerated groups and by affecting the generation and spread of ideas and values. The theoretical mechanisms outlined in this section should be seen as elaborative and as potentially able to explain the tolerance-growth relationships. It may be that not all of the proposed mechanisms are at work or, to the extent that they are, that the effects are small. However, we would argue that they are all potentially valid and that they, taken together, offer an explanation of a substantial effect of tolerance on growth. As for the signs, we suggest that there are stronger reasons to expect negative growth effects for tolerance toward homosexuals than for tolerance toward people of a different race. 18 However, if these negative effects dominate the positive ones is an empirical question, which we will now address.
Empirical approach and data

Empirical approach
Unlike the previous literature, we investigate the relationship between tolerance and growth in a crosscountry setting. This approach can be motivated as a valuable complement to see if previously documented relationships hold for a larger selection of countries.
First, we follow the standard approach in the empirical growth literature and estimate a model of the following kind:
where ΔY i denotes the average annual growth rate of real GDP per capita, where X i is a row vector of tolerance measures and where F i is a row vector of control variables.
18 By focusing here on negative effects, we do not want to give the impression that the reasoning applies to all or most homosexuals (we are concerned with aggregates and averages), nor do we want to give the impression that tolerance toward homosexuals is a bad thing. The purpose of our reasoning is not intended to be normative."
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The model is estimated in a baseline specification with X i consisting of two tolerance measures: tolerance toward people of a different race and tolerance toward homosexuals; and with F i consisting of real GDP per capita, the average years of total schooling and the investment share of GDP. We then extend F i in three steps, in each step keeping the preceding additions. In step one, we add trust and the quality of the legal system; in step two, we add the Gini coefficient, government consumption as a share of GDP and two measures of political institutions (civil liberties and political rights); in step three we add country-group dummies for Asia, Latin America, transition countries, the EU and North
America. Lastly, we perform a sensitivity test for our measure of human capital, by exchanging average years of total schooling with the gross enrollment rate and cognitive skills, respectively. This is warranted, since Glaeser (2005) finds that when human capital is controlled for, the effect of tolerance vanishes. One possible explanation is that as people obtain more education they also get more tolerant as a byproduct. Failing to correctly account for human capital in any study of the role of tolerance for economic growth could be severely misleading. Cogntive skills, obtained from Hanushek and Woessmann (2009), is a valuable complement to the other two measures, which can be criticized on at least two grounds: first, by pointing out that schooling is of varying quality between countries and second, by pointing out that learning outside of schools are not taken into account. Cognitive skills refer to average test scores in math and science in primary and secondary school. In defense of average years of schooling and similar measures we would like to point out that it captures the social aspects of schooling better than cognitive skills, a feature which may be especially relevant when tolerance, which is a social attitude, is studied. Results are reported in section 4.1.
Second, we apply a robustness test focusing on outliers, i.e., observations that deviate from the linear pattern formed by the majority of the data (Rousseeuw and Leroy 1987) . Outliers can occur for different reasons, e.g., measurement error, extraordinary but irrelevant events (such as disasters) or observations being drawn from a different population with a different relationship between the variables of interest. The latter is especially relevant in the cross-country context, when uncertainty about the specification of the empirical model is substantial.
More specifically, we use the estimation technique least trimmed squares, which is "robust against the possibility that one or several unannounced outliers may occur anywhere in the data" (Hubert et al. 2004 (Hubert et al. : 1515 Third, we look at the issue of endogeneity by regressing our tolerance measures on average, annual economic growth during the preceding ten-year period. The idea is that if there is an effect of growth on tolerance, this should yield significant estimates for growth in these regressions. Results are reported in section 4.3.
Fourth, we perform a fixed-effects panel-data analysis, using data from two ten-year growth periods, 1988-1997 and 1998-2007 with control variables measured in the beginning of each period (i.e. around 1988 and 1998 respectively). We estimate the following model:
where ΔY i denotes the average annual growth rate of real GDP per capita in country i in the period t to t+9, where α i is an intercept for country i, where γ t captures average growth differences between the two time periods, where X i,y is a row vector of tolerance measures for country i in year t and where Let us comment a little more on this choice of variables. First, we believe that our tolerance measures are suitable in that they are based on actual social attitudes. The previous literature has used shares of inhabitants belonging to various minority groups as measures of tolerance, which seems to us far-fetched. For instance, one could have a large fraction of a certain group and still have intolerant attitudes toward it in the general population. Extreme but clarifying examples involve Jews in Nazi Germany and blacks under apartheid in South Africa; and Charles and Guryan (2008) show that the 22 The complete dataset is available on request.
share of blacks in U.S. states is negatively related to black relative wages (if anything, indicating a link between population share and intolerance).
Second, the control variables were chosen for two reasons: they have all been advanced as potential determinants of growth on theoretical grounds, and they have been linked to economic growth in several empirical studies (see section 2.1). With regard to theory, Gdp is included to capture a possible convergence effect; Investment is a measure of the change in physical capital; and
Schooling is a measure of human capital. These are classic factors, all theoretically relevant for growth. As for the other control variables, Trust reduces transaction costs and enables smooth economic interaction without the need for costly contracting and monitoring, which could be expected to stimulate growth; Legal measures the extent to which transactions and investments are safe, which reasonably stimulates productive economic activity and growth; Gini measures income inequality, which is included since growth could be affected by socioeconomic cleavages; Government is a measure of government size, which is relevant to include since government expenditures affect both the abilities and incentives of people, but there is no consensus in the empirical literature about the sign of the effect; Civil liberties and Political rights are two further institutional variables, which could be relevant for growth: the first captures the degree to which citizens -including minorities -are treated equally in the legal-political sense, and the latter measures the quality of democracy, which can be expected to affect economic-political decision-making; the country-group dummies, lastly, are included as there may be systematic differences between regions that relate to region-specific characteristics not easily captured by the included control variables. This can be viewed as an attempt to approach a fixed-effects model in which country-specific effects are accounted for.
Two time periods are used in this study: the cross-sectional regressions use 1998-2007 and the panel-data regression furthermore uses 1988-1997. We consider a ten-year period apt to capture growth effects. The explanatory variables are all measured in the beginning of each time period.
Descriptive statistics, including definitions, sources and observation years, are found in Table   A1 in the Appendix, and the sample can be found in Table A2 in the Appendix. Fig. 1 and Fig. 2 illustrate tolerance levels around 1998, in the countries which we include in our cross-sectional regressions. 
Results
Cross-sectional results
In Notes: Robust standard errors in parentheses. *significant at 10%; ** significant at 5%; *** significant at 1%.
Notably, in all regressions, we find evidence of a statistically significant, negative relationship between Tolerance homosexuals and Growth. This stands in stark contrast to the within-country literature cited above, which finds a positive effect of this kind of tolerance. Our point estimate
indicates that an increase in the fraction of people who do not object to having homosexuals as neighbors by ten percentage points is associated with a 0.3-0.4 percentage-point growth reduction.
The estimates of Tolerance race are positive throughout, but statistical significance is only achieved in the most extensive model with country-group dummies. The point estimate suggests a large effect: a ten percentage increase in this type of tolerance is related to a growth increase of 1.2 percentage points. However, one should interpret this with caution, both because of the lack of statistical significance and because the size of the estimate varies a great deal between the different specifications of the model.
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As for the control variables, Gdp is of the expected sign but does not attain statistical significance. Schooling also has the expected positive sign, as does Investment, but neither variable attains statistical significance in a consistent manner. As a sensitivity test, we have replaced Schooling in column (4) with Enroll and Cognitive, respectively, and the results are qualitatively unaltered. 24 The statistical significance, sizes and signs of our tolerance measures are not sensitive to which measure of human capital that is used. Trust is statistically significant and positively related to Growth throughout. Interestingly, the tolerance measures are not affected by its inclusion, suggesting an independent effect of tolerance not captured by trust. Legal has a negative sign, unlike what we expected, but it is not statistically significant. Gini and Government are statistically significant in one specification, respectively, each then with a negative sign. None of the two measures of political institutions are statistically significant; however, Latin America and Transition are, with a negative and positive sign, respectively.
While adding more variables to the model reduces the risk of omitted-variable bias, it typically comes with the cost of reducing the power of the hypothesis tests, potentially causing problems with multicollinearity. Note, however, that we obtain statistical significance for both tolerance measures in the most extensive model, indicating that the addressing of omitted-variable bias has not critically reduced the power of our tests -quite the opposite. 25 Furthermore, we have calculated variance inflation factors for each variable in all specifications, and none of them exceeds 9, which indicates that there is no clear problem of multicollinearity.
We have also carried out a "missingness analysis" along the lines of Ríos-Figueroa and Staton (2008) , to see whether there are significant differences in average Growth (our dependent variable) in 1998-2007 between our sample (54 countries) and all other countries for which data are available (132 additional countries). We find a difference of 0.9 percentage points: average Growth in our big sample was 3.4 percent and growth in the countries we do not include was 2.5 percent. The difference is statistically significant at the 10 percent level. This difference should be taken to indicate that countries not included in our analysis are systematically different from those that are included. As a consequence, one should be careful to generalize our results to the countries not included in the study.
To summarize, our cross-sectional analysis indicates at this point that there is a relatively robust negative relationship between Tolerance homosexuals and Growth, while the positive relationship between Tolerance race and Growth is more uncertain in terms of statistical significance.
Outlier analysis: least trimmed squares
So far the analysis has proceeded on the implicit assumption that there are no outliers. To make sure this is the case, we use least trimmed squares to identify outliers and reweighted least squares to see what happens when such observations are removed. We eliminate countries in the descending order of their standardized residuals computed from the fitted values of the first-stage regression. Countries with a standardized residual greater than 2.5 are eliminated in this procedure (see section 3.1 for further details). Table 2 shows what happens when the three identified outliers are removed. The basis of the exercise is the model of column (4) in Table 1 . Notes: Robust standard errors in parentheses. *significant at 10%; ** significant at 5%; *** significant at 1%.
All estimated equations include a constant term, both tolerance measures and the same six control variables as before as well as the country-group dummies (not reported here), i.e., the basis is column (4) of Table 1 . Sources and variable definitions: see Table A1 . Sample list: see Table A2 .
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The removal of outliers changes little: the size of the estimates is reduced a little, but statistical significance is retained for both tolerance variables throughout. We conclude that the initial results are not sensitive to outliers: previous results remain when the outliers are removed and are broadly representative for the full sample.
Endogeneity
Our results should be interpreted with some caution and should only be seen as suggesting the possibility of a causal relationship. Partial correlations do not decisively settle the issue of whether tolerance causes growth or vice versa. As suggested by Friedman (2005) and Andersen and Fetner (2008) , people in societies with a high GDP and economic growth tend to display more tolerance and generosity. In our view, there are two theoretical reasons why there may be a problem of reverse causality: it could be that attitudes like tolerance are affected by expectations of future growth, in turn determined by the previous growth record; and it could be that there is actual persistence in growth rates within countries. If this is the case, it seems plausible that a causal effect from growth to tolerance would be picked up by the estimated coefficient of growth in the preceding period.
We have regressed our measures of tolerance on the growth rate 1988-1997, i.e. the preceding ten-year period. The results are presented in Table A3 in the Appendix. It turns out that we do not attain statistical significance for the growth variable, neither for Tolerance homosexuals nor for
Tolerance race. Furthermore, the point estimates of growth are close to zero for both tolerance measures. When we remove outliers on the basis of a least trimmed squares analysis and re-estimate, nothing changes. This provides an indication that there is a tolerance-growth relationship, in that causal order.
Panel-data analysis
We also perform a fixed-effects panel-data analysis using data from two ten-year periods of growth.
As noted in section 3.1, there are obvious advantages to using the panel-data approach, such as reduced problems with omitted-variable bias, multicollinearity and endogeneity. Data restrictions only enable us to carry out this analysis for 24 countries. Admittedly, this is a more limited sample, but we still consider the exercise useful, since panel data allows us to see whether a tolerance-growth relationship can be established when controlling for constant, country-specific influences on growth, such as institutional and historical factors of various kinds, that cannot easily be captured in the crosssectional regressions. In other words, we think there is a risk for omitted-variable bias which the panel-data analysis more convincingly takes care of. 26 In motivating the panel-data analysis, our reasoning goes along the lines of Gustavsson and Jordahl (2008: 353-354) . They stress that if the point estimates of a fixed-effects panel-data analysis, using a smaller sample, have the same signs and sizes as in the cross sectional analysis, then this indicates that omitting fixed effects do not bias the point estimates of the cross-sectional analysis.
We first report the cross-sectional results for the same 24 countries used in the panel-data analysis, and then the panel-data results themselves, in Table 3 .
We include the cross-sectional results in order to get an indication of whether the change to the smaller sample as such has an effect on the results. Here, we find that the signs and sizes of the tolerance variables are similar to the results for the larger sample, although in the small sample we do not get statistical significance. This is not surprising, since the sample is much smaller. When turning to the panel-data results, using two ten-year periods (1988-1997 and 1998-2007) , we find that the signs and sizes of the tolerance variables remain the same, with statistical significance for the tolerance toward homosexuals variable.
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As in section 4.1, we have undertaken a "missingness analysis", to see whether there are significant differences in average Growth (our dependent variable) in 1998-2007 between our small panel-data sample (24 countries) and the 30 additional countries in our big cross-sectional sample. We find a difference of 0.5 percentage points (with the higher rate of 3.6 percent for the 30 additional countries), but this difference is not statistically significant at conventional levels.
This implies, in our view, a confirmation of the relative robust effect of tolerance toward homosexuals and the more shaky effect of tolerance toward people of a different race. It can be added that Trust is not statistically significant in the panel-data regression and that the size of the estimate is reduced considerably.
28 26 One should bear in mind that time-varying growth determinants that are omitted from the analysis could still bias the estimates of the effect of tolerance on growth. 27 Note that the panel approach and the cross-sectional analysis differ in the type of variation used to estimate the parameters and also in that data from a longer time period are used in the panel case. 28 When we remove China and India, identified as outliers in section 4.2, the results for our two tolerance measures do not change qualitatively. Notes: Robust standard errors in parentheses. *significant at 10%; ** significant at 5%; *** significant at 1%. Florida (2004: 17) claims the following:
The same dynamics that fueled the movement of creative people between U.S. regions now operates on a global scale, and other nations are stepping up their ability to compete.
Florida suggests that creative people are attracted to open, dynamic and tolerant environments and that such environments therefore are conducive to economic dynamism and growth. While there is some support for this suggestion on a local or regional basis, there is to our knowledge no empirical study to date which looks at the tolerance-growth relationship in a cross-country setting. This study is an attempt to fill that void. We propose several mechanisms that may cause tolerance to increase or decrease growth. We stress that different types of tolerance may have different effects on growth. In particular, we argue that there are stronger theoretical reasons for expecting tolerance toward homosexuals, compared to tolerance toward people of a different race, to have a negative effect on growth.
We investigate, for the time period 1998-2007, whether tolerance toward homosexuals and toward people of another race, as measured by the share of people in different countries that indicate that they do not mind having neighbors that are homosexuals or of a different race, is related to growth in real GDP per capita. We analyze this issue by looking at a sample of maximally 54 countries, following the methodology of the empirical growth literature.
Our main result is that tolerance toward homosexuals is negatively related to growth. Statistical significance is obtained throughout in a cross-sectional regression model which is varied in four different ways. When three identified outliers are removed, the result stands. And we verify the result in a panel-data analysis, which although conducted with a smaller sample indicates that fixed effects do not bias the cross-sectional estimates. As for tolerance toward people of a different race, for which we find a positive sign, the result is less robust. In the initial cross-sectional regressions, it only attains statistical significance in the most extensive model. That significance is retained when outliers are removed, but it does not appear in the panel-data analysis. In all, this makes us less certain about the relationship between tolerance toward people of a different race and economic growth.
To get a feeling for the economic significance of our results, the point estimates suggest that an increase in tolerance toward homosexuals (people of a different race) by 10 percentage points is associated with a decrease in growth by 0.3-0.4 (an increase in growth by 1.0-1.2) percentage points.
This is a non-negligible effect in both cases, although the effect for tolerance toward people of another race should be interpreted with caution due to absence of statistical significance in several regressions.
If one moves from the average tolerance value to the maximum value, for tolerance toward 24 homosexuals (toward people of another race) the growth rate decreases by 1.1 (increases by 1.4) percentage points. Again, this indicates substantial effects.
Two caveats should be added. It is hard to establish causality, but we offer two preliminary indications of a direction from tolerance to growth and not the other way around. We regress tolerance on earlier growth, and do not find any statistically significant effect; and the panel-data analysis is more easily interpreted as causal (Finkel 1995) . We should also stress that the results are applicable to the countries of our samples, and since they encompass at most 54 countries, one should be careful in generalizing the results to other parts of the world. We still think that the results are of value for clarifying the nature of the tolerance-growth relationships for the included countries.
What to make of these results? Our overall interpretation is that just as growth is affected by other social factors, such as trust, it is also affected, in the typical country in our sample, by tolerance toward homosexuals. Hence, quite unlike the results of Richard Florida and his co-authors, the crosscountry evidence does not suggest that there is a general positive relationship between tolerance of homosexuals and growth: quite the opposite holds. This result should not be seen as normative: one may very well advocate tolerance toward homosexuals in spite of this finding, as there are other, and to many people more important, goals than growth. In any case, we also find some, although weaker, signs of a positive influence by tolerance toward people of a different race.
We do not consider this study to be definitive in providing an answer to the role of tolerance for economic growth. Rather we view it as a first attempt to look into the economic effects of tolerance across countries. Extending the panel-data analysis as more data becomes available and trying to test empirically the various mechanisms that can explain the results, separately and jointly, are features on a future research agenda. 
